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Since the enactment of Sarbanes-Oxley Act, internal control has become the 
focus among government regulators, business practices and the academic. As a 
response to this institutional change, our regulators have published a series of 
criterions to guide enterprise building and disclosing internal control. At the same 
time, the issue about internal control has become our academics research focus. Based 
on the special institutional setting of China, this dissertation tries to study the effect of 
the disclosure of internal control report, testifies whether the regulation of internal 
control report can spur enterprise to enhance its internal control quality and offer 
useful information for investor. 
We discussed the characteristics of internal control information and how to 
realize its effective disclosure, and then reviewed the evolution of internal control and 
internal control’s regulations, described the present situation of enterprise’ internal 
control report. Based on these, this dissertation investigates three questions: What 
factors influence enterprise’s decision about internal control report disclosure? How is 
the relationship between internal control report and earning quality? How is the 
relationship between internal control report and the cost of equity capital? 
The research finds that: At first, whether the enterprise disclosed internal control 
self-assessment report and internal control audit report is significantly positive 
associated with whether the enterprise setting auditing committee, firm size and 
motivation of financing. Internal control audit report disclosure decision is affected by 
check-and-balance stock ownership, financial condition, cross-listing, controller type 
and “Big 4” in addition. These findings show that enterprises who disclosed internal 
control report voluntarily have better condition to construct internal control. And then, 
the disclosure of internal control report didn’t company with progress of earnings 
quality. At last, the disclosure of internal control report didn’t company with the 
decrease of cost of equity capital, the market has no reaction to internal control report. 
These results show that the disclosure of internal control report is invalid.These 














mechanism to realize effective information disclosure. There are still many questions 
need to resolve. The research results are useful for regulator.    
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